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Economic Policies of Paraguay 


Dr. Gustavo F.A. Storm, President of the Central Bank 
of Paraguay, stated in his Annual Report for 1956, issued 
recently, that the program of monetary stabilization— 
established by the Central Bank on March 1, 1956, when 
Paraguay’s foreign exchange system was simplified—was 
undertaken after the country had experienced several 
years of economic distortions provoked by monetary in- 
flation and multiple exchange systems. The program was 
initiated with the approval of the Government and with 
the assistance of the International Monetary Fund. 

The Report points out that the success of the program 
is illustrated by changes in a variety of indices that 
reflect a declining rate of increase in prices and an expan- 
sion of production. Exports rose by 5 per cent, to $36.7 
million, during 1956, although the unit prices of some 
principal export items declined. Imports were held to 
$28.2 million, despite a reduction in direct controls. From 
the resulting trade surplus, $3.3 million was available to 
service the foreign debt and to permit some accumulation 
of foreign exchange assets. 

One of the principal objectives of the program has 
been to restrict excessive credit expansion. As a result, 
the expansion of total bank credit during 1956 was held 
to 13 per cent, in contrast to 77 per cent in 1955. Despite 
the restrictions on credit expansion, the Central Bank 
believes that a better distribution of the new credit granted 
resulted in the productive sectors of the economy receiving 


Disposal of U.S. Surplus Agricultural Products 


At the Twelfth Session of the Contracting Parties to 
the General Agreement on Tariffs and Trade (GATT), 
the U.S. representative submitted a report on activities 
relating to U.S. agricultural surpluses in the year ended 
June 30, 1957. He referred first to the action taken 
through the production adjustment program, supple- 
mented by the soil bank, under which the United States 
sought to adjust production so as to reduce the accumu- 
lation of new surpluses. The reduction of government- 
owned stocks proceeded at the same time. Official esti- 
mates for the 1957 crop year show the following reduc- 
tions in acreage and production: wheat, acreage 13 per 
cent and production 7 per cent; cotton, acreage 12 per 
cent and production 7 per cent; rice, acreage 14 per cent 
and production 12 per cent; tobacco, acreage 17 per cent 
and production 25 per cent. Surplus commodities donated 


ample amounts. For example, 48 per cent of the new credit 
granted by the Central Bank during 1956 went to industry. 

The increase of 34 per cent in the currency issue of 
the Central Bank last year was about the same as in 1955; 
the 1956 increase, however, was due in part to an im- 
proved foreign exchange position. The cost of living 
index rose by 18 per cent, whereas in 1955 the increase 
had been 25 per cent. Wage adjustments in March 
brought about a rise of 25 per cent in the index of 
workers’ salaries, which suggests a significant increase in 
real wages during the year. The index of the volume of 
national production rose by 8 per cent, to the highest 
level in six years. The number of cattle slaughtered rose 
from 65,000 head in 1955 to 76,000 in 1956, and output 
of logs and sugar expanded significantly. 

The success of the program made possible a further 
simplification of Paraguay’s exchange system on Au- 
gust 12, 1957 (see this News Survey, Vol. X, p. 49), when 
exchange controls were eliminated and a single fluctuat- 
ing exchange rate for all transactions in foreign curren- 
cies was established. The Central Bank has stated that 
its firm intention is to continue the program. The suc- 
cess of the program will become more evident as the 
economy has more time to adjust to it. 


Source: Central Bank of Paraguay, Annual Report, 1956, 
Asuncion, Paraguay. 


in 1956-57 to needy persons in the United States were 
valued at approximately $230 million at Commodity 
Credit Corporation (CCC) cost. 

During the fiscal year 1957, 40 sales agreements (and 
supplements to agreements) were concluded with 25 coun- 
tries under Title I of Public Law 480, which authorizes 
sales of surplus commodities for local currencies, de- 
posited in a U.S. Government account and used for 
purposes previously agreed with the country in which 
the surpluses are sold. These agreements had a combined 
value of $1 billion (including some ocean transportation 
costs) at world market prices, or of $1.5 billion calculated 
on the basis of the cost to the CCC. A three-year agree- 
ment with India accounted for one third of these totals. 
The proceeds generated from the sales of these commodi- 
ties have been earmarked for the following purposes: 
66.8 per cent for loans and grants for multilateral trade 
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and economic development, 22.4 per cent for payment 
of U.S. obligations, 7.1 per vent for military procurement, 
and 3.7 per cent for other agreed uses. The U.S. Con- 
gress has authorized $1 billion, at CCC cost, for the 
Title I program in the fiscal year 1958. At export market 
value, this will amount to about $600-700 million. 


The U.S. representative said that the U.S. Government 
believes that the present procedures for consultation are 
adequate to safeguard the interests of other exporting 
countries. The Consultative Subcommittee on Surplus 
Disposal of the Food and Agriculture Organization (FAO) 
has proved to be a particularly valuable forum for the 
discussion of consultation procedures as well as of sub- 
stantive claims of injury or anticipated injury. The 
United States intends to continue to utilize the Subcom- 
mjttee, aswell as established, practices of bilateral con- 
sultation, and to continue to improve consultation tech- 
niques whenever practicable in accordance with the spirit 
of the GATT resolution on surplus disposal. 


The program under Title II of Public Law 480, which 
authorizes grants of surplus commodities to relieve famine 
or other extraordinary conditions abroad, involved 19 
countries during the fiscal year 1957 at a combined value 
of about $150 million at CCC cost. The limit of the 
Title I] program has been increased by $300 million for 
use through June 30, 1958, but the program i: not 
expected to reach the total fund limitation. 


Government-owned surplus food commodities have been 
donated also through private voluntary relief agencies 
and intergovernmental organizations (UNICEF) for free 
distribution to needy people who do not have resources 
to assure themselves an adequate diet. The foreign dona- 
tion part of this program in the fiscal year 1957 involved 
85 countries and totaled $254 million at CCC cost. 


The barter program, which authorizes the CCC to 
exchange surplus commodities for other commodities, 
usually strategic materials, was revised in May 1957 by 
requiring that a barter proposal generally must satisfy 
the CCC that the transaction will result in a net increase 
in exports of the agricultural commodities involved, and 
that interest must be paid to the CCC for any time lag 
between delivery of the agricultural commodities and 
delivery of the materials obtained in exchange. Barter 
contracts signed in the fiscal year 1957 were valued at 
$272.5 million. Advance notification to other exporting 
countries has not been used in barter transactions. These 
transactions are arranged by private traders; the CCC 
enters into them only by supplying agricultural products 
and taking the materials in return. As in the case of all 
Public Law 480 programs, however, the United States is 
ready to consult with any other contracting party that 
feels that a particular barter transaction has damaged its 
trade. 


Under Section 402 of the Mutual Security Act (MSA), 
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surplus commodities were supplied to 18 foreign coun- 
tries in the fiscal year 1957 as part of their total aid 
programs. The export market value of these programs 
totaled about $285 million, which included $51 million 
in triangular transactions. The United States has’ not 
been able to undertake prior consultations on Section 402 
transactions, because they are inextricably a part of its 
MSA programs. However, it does attempt to avoid dis- 
placement through Section 402 transactions, and: it|:is 
ready to consult on a review basis with any country that 
feels that this program has had a damaging effect on its 
export markets. Every potential triangular transaction is 
considered most carefully in the light of both the objec- 
tives of the aid program and the possibilities of trade 
disruption. 

The U.S. -representative pointed out that, while U.S, 
agricultural exports had increased in 1956-57, partly 
because of these surplus disposal programs, world agri- 
cultural exports had likewise increased, reaching a record 
high. As long as large quantities of any commodity 
overhang the world market, there is considerable price 
uncertainty, and world trade does not thrive in such an 
environment. Consequently, the orderly reduction in U.S. 
surpluses through domestic production controls -and 
through the careful procedures and safeguards of Public 
Law 480 and other special disposal programs is in the 
interest of all agricultural exporting countries. The prices 
of major internationally traded farm products, and par- 
ticularly of wheat, cotton, rice, tobacco, and feed grains, 
which are the commodities moved in greatest volume 
under U.S. surplus disposal programs, have been very 
stable during the past two years. 

At the conclusion of the discussion of this report, it 
was agreed to put the matter on the agenda of the Thir- 
teenth Session of GATT. During the discussion, the 
Danish representative said that, to be of any value, con- 
sultations have to be held a reasonable time before deliv- 
eries are effected. In the past; it -has been possible,-in 
certain instances, to avoid acute disturbances of normal 
markets through prior consultations; but in some impor- 
tant instances, the consultations procedure has proved 
completely ineffective. In those instances, consultations 
had been held after the disposals had taken place, or they 
had been carried through just before the disposals, leav- 
ing no time for consideration of the views of the interested 
countries. The fact that in many instances consultations 
are taken up only just before, or even after, disposals 
have taken place is not entirely accidental or uninten- 
tional, for a country holding surplus stocks of agricul- 
tural products will often wish, at short notice, to avail 
itself of opportunities that may exist in foreign markets 
at a given moment, thus leaving no time for prior consul- 
tations. A more effective approach would be to try to 
establish more general principles to be adhered to in dis- 
posing of surplus commodities. Surplus production 
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should, as far as possible, be disposed of first through an 
increase in internal consumption. 

Any sales of surpluses in already established markets— 
and it is hoped that these sales will occur in only a very 
limited number of cases—should be at world market 
prices. But even if this principle is closely adhered to, 
a disruption of world trade and upsetting of world mar- 
kets cannot be avoided. The only real solution is an agri- 
eultural policy whereby a better balance between produc- 
tion and consumption is brought about by a reasonable 
price policy. As long as*a policy of subsidization com- 
bined with protection is pursued in many countries, 
surplus production—for which outlets can hardly be 
found without damaging effects on the normal interests 
of other countries—seems inevitable. Surplus problems 
also have. repercussions, on. the agricultural policies, of 
other countries. As long as countries risk the upsetting 
of their markets through surplus sales at subsidized 
prices, it becomes even more difficult for them to make 
real progress toward a freeing of trade in agricultural 
products. 

The Australian representative said that Australia views 
with considerable concern the prospect that some coun- 
tries, which are traditional importers of certain Australian 
exports, have reached, or seem likely to reach, the posi- 
tion of becoming net exporters. This is because their 
policies for the encouragement of unlimited agricultural 
production by subsidies and other forms of price support 
could also create surpluses which spill over or are dumped 
into export markets, at least during certain times of the 
year. He pointed out that noncommercial transactions of 
the United States in wheat in 1956-57 represented some- 
thing like 40 per cent of total world trade in wheat. Aus- 
tralia has no quarrel with surplus disposal transactions 
that result in an addition to consumption which could 
not have been met through normal commercial sales, and 
it acknowledges the restraint shown by the U.S. Admin- 
istration. in arranging surplus disposal,transactions and 
the efforts made to take account of the interests of third 
countries. There is still room for improvement, how- 
ever, on both multilateral and bilateral consultations. 
Consultations should be begun before any firm list of 
commodities has been decided on. 

The New Zealand representative said that New Zea- 
land’s particular concern at the present time is with the 
recent heavy increase in uncommitted surplus stocks of 
butter held by the CCC in the United States. U.S. dis- 
posals of surplus butter have already resulted in the loss 
of sales of New Zealand butter in markets where no 
question has arisen of relief or the raising of living 
standards of underdeveloped countries. The disposal of 
these stocks of butter should be managed in such a way 
as to cause the least, possible disturbance to normal 
trade, and New Zealand should be consulted before such 
disposals are undertaken. 


The Canadian representative said that the stepped-up 
U.S. disposal program has had a serious and increas- 
ingly damaging impact on Canada’s legitimate trading 
interests. By far the most serious aspect is the damage 
done through disposals of wheat and wheat flour. Canada 
has no objection to genuine aid programs and has itself 
extended such aid within the limits of its capabilities. 
Its main objection is that through a variety of tech- 
niques—export subsidies, sales for local currency, barter 
deals, and tied sales, for instance—the United States is 
pushing its wheat and flour into world markets with such 
determination and in such volume that it is causing great 
damage to Canada’s normal commercial marketings. U.S. 
exports of wheat rose from 347 million bushels in the 
crop year 1955-56 to 547 million bushels in 1956-57, 
while in the same period Canadian exports fell from 309 
million bushels to 261 million bushels. According to the 
Canadian representative, the consultations procedure has 
not, in fact, safeguarded the interests of other countries. 
The barter program has been particularly damaging, and 
the Canadian Government would like to see an end to 
tied-sales arrangements which involve discrimination in 
commercial markets. 

The representative of Pakistan said that Pakistan has 
benefited greatly by U.S. programs. However, the in- 
creased sales of U.S. surplus cotton at special export 
prices have not been matched by increased consumption, 
and stocks are increasing in some other exporting coun- 
tries. This is of great concern to Pakistan, whose sales 
of cotton to continental Europe dwindled last year, apart 
from the effect of a bilateral agreement. 

The South African representative said that, in eaddi- 
tion to the problem of U.S. surplus disposal, South Africa 
has a direct interest in surplus products exported from 
France under state subsidies. The prospects for expand- 
ing the market for South African wine and brandy in the 
United Kingdom, Canada, and New Zealand are being 
damaged by the competition of French state-subsidized 
exports. The French representative stated that these 
export subsidies would be abolished from the end of 
this year. 

The Indian representative said that the disposal of 
food for local currencies has been of great benefit to 
India. At present, India is very short of foreign exchange; 
by being able to use local currencies for food purchases, 
it can use its foreign exchange to obtain capital goods 
which otherwise could not have been purchased. This 
also has helped to prevent the intensification of import 
restrictions. The triangular program for disposal of U.S. 
cotton has, however, caused some concern. There is a 
need for consultation where shipments of commercial 
products, such as cotton, are concerned. 


Source: General Agreement on Tariffs and Trade, Press 


Release, Geneva, Switzerland, November 25, 
1957. 
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Europe 
EPU Settlements for October 1957 


The settlement operations of the European Payments 
Union for October 1957 covered a total of net surpluses 
or deficits of 99.3 million units of account (one unit of 
account=US$1). This total is the smallest recorded 
since March 1956, and considerably smaller than the 
exceptionally high turnover of August and September 
(366.6 million units and 274.8 million units, respec- 
tively). 

The net surpluses and deficits of the EPU member 
countries for August, September, and October are shown 
in the accompanying table. Creditor countries are pre- 
sented in descending order and debtor countries in 
ascending order of their respective cumulative creditor 
or debtor positions vis-a-vis the EPU after completion of 
operations for October. 


Net Surpluses (+) or Deficits (-) in EPU 
(In millions of units of account) 


Aug. Sept. Oct. 
1957 1957 1957 
Creditor Countries 


Germany, Fed. Rep. + 280.8 
Belgium-Luxembourg___ —5.5 -17.8 -3.3 
Netherlands —106.3 +21.7 +22.2 
Switzerland eee OS —6.5 —37.7 
Sweden - batiaaiad -9.0 -12.9 +0.6 
Austria +12.3 —5.4 +11.1 


+236.6 +26.3 


Debtor Countries 
Portugal aie +0.9 -3.3 -6.1 
Greece -3.9 -5.3 +1.5 
Iceland - —0.0 —0.2 —0.5 
Turkey -10.9 5.6 -3.6 
Norway 6 +0.6 +1.1 +1.9 
Denmark -5.6 —15.6 -9.3 
BR ESAES +543 +155 4411.4 
United Kingdom -177.8 -1726 +24.5 
France . —47.6 —29.6 —38.8 


The October operations were characterized by a partial 
reversal of the large speculative transactions that had 
marked the operations of: the two preceding months. 
This reversal was mainly responsible for the substantial 
reduction in the surplus of the Federal Republic of Ger- 
many and the shift to a surplus for the United Kingdom. 
France again incurred a deficit, which was payable fully 
in gold; France has now become the largest debtor of 
the Union. The Netherlands again had a monthly sur- 
plus. Belgium-Luxembourg and Switzerland—both cred- 
itors of the Union—continued to run deficits; the deficit 
of the latter country was due in part to a large loan 
transfer to Austria. 


Sources: Organization for European Economic Coopera- 
tion, Press Release, Paris, France, November 16, 
1957; Neue Ziircher Zeitung, Ziirich, Switzer- 
land, November 20, 1957. 


U.K. Gold and Dollar Reserves 


The U.K. Treasury announced on December 3 that the 
sterling area gold and dollar reserves rose by $92 million 
in November and at the end of the month were $2,185 
million. Special transactions during November included 
the receipt of $18 million from the European Payments 
Union (EPU) and the payment of $3 million as an 
installment on the U.K. long-term debt to the Union. The 
Treasury also announced that in November the United 
Kingdom had a deficit of £1 million with the EPU and 
that three fourths of the deficit will be paid in gold or 
dollars in December. 

The Times comments that it is difficult to interpret 
these figures, particularly those relating to EPU transac- 
tions, because of the special operations of the French 
authorities. It is believed, for example, that without the 
French operations the U.K. surplus with the EPU in 
October would have been more than £20 million, instead 
of the £9 million that was earned. It is thought that the 
operations of the French authorities in November were 
possibly on an even larger scale; if they had not been so 
large, the United Kingdom would have had an EPU 
surplus of more than £10 million in November and not 
a deficit of £1 million. 


Source: The Times, London, England, December 4, 1957. 
Production in the United Kingdom 


Industrial production in the United Kingdom in Octo- 
ber was about 1 per cent more than in October 1956. 
This contrasted with the increases in the period May 
through September, when output in each month was 
about 3 per cent above that 12 months earlier (see this 
News Survey, Vol. X, p. 154). The relatively slight 
increase in October is attributed to the impact of the 
Asian influenza epidemic. Absence from work was 60-70 
per cent above the normal figure for the month. Al- 
though it may not be correct to attribute all of the decline 
in the rate of increase to the influenza epidemic, there 
are no other obvious factors to account for it. It seems 
unlikely that, in such a short time, the bank rate of 7 
per cent and the more intense restriction of credit could 
have had any impact on industrial activity. 

On the basis of information so far received, the index 
of industrial production, adjusted for seasonal variation, 
is expected to be 137-138 (average 1948=100) for Octo- 
ber. This compares with a provisional estimate of 140 
for the previous month and a figure of 136 for October 
of last year. The index averages 138 for the first 10 
months of 1957, compared with 136 for the same months 
of 1956. 

The pattern of production appears to have continued 
broadly unchanged in October. The greatest increase 
over the same month of 1956 was again shown by the 
motor industry. Production of private cars was 26 per 
cent, and of commercial vehicles 20 per cent, greater 
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than in October 1956. As in September, output of man- 
made fibers and sulphuric acid and the amount of elec- 
tricity generated were higher than last year. By contrast, 
the output of materials, such as bricks and cement, used 
in the building and contracting industries was below 
that in October 1956. 

Source: The Times, London, England, November 29, 

1957. 


Credit Agreements in Norway 

According to the agreement between the Bank of Nor- 
way and the Norwegian commercial and savings banks 
(see this News Survey, Vol. X, p. 139), total loans and 
advances in 1956 and in 1957 were not to exceed the 1955 
total. However, on September 30 of this year, savings 
bank loans other than mortgage loans were NKr 69 mil- 
lion, or 4 per cent, more than such loans on the corre- 
sponding date in 1955 and NKr 62 million more than on 
September 30, 1956. For commercial banks, total loans, 
excluding loans to the state banks, on September 30, 
1957 were NKr 359 million, or 7 per cent, more than on 
September 30, 1955 and NKr 209 million, or 4 per cent, 
more than on the same date in 1956. 

The provisions of the agreement will be reviewed 
toward the end of this year. At that time, consideration 
will be given to the question of whether credit policy in 
the next few years can continue to be based on voluntary 
agreements with the banks, or other, more general, 
instruments of credit control should be adopted. 

As an over-all evaluation, the Bank of Norway is of 
the opinion that the credit agreement has had the desired 
effect and that this form of control should be extended 
for a further period. There has been no need so far to 
reappraise the provisions of the agreement, but this will 
be a matter of immediate concern if and when the agree- 
ment is renewed and amended. 

Source: Norges Bank, Bulletin, Oslo, Norway, Novem- 
ber 1, 1957. 


West German Exchange Restrictions 

The Deutsche Bundesbank issued on November 26 a 
general license for the acquisition and disposal, by resi- 
dents, of real property abroad. The general license also 
covers leases on real property, as well as hunting and 
fishing rights abroad and rental agreements on buildings 
and rooms abroad. The general license for the acquisi- 
tion of enterprises, branches, and participations abroad 
was extended considerably last August; in October trans- 
actions in foreign securities were freed from almost all 
exchange restrictions (see this News Survey, Vol. X, 
p. 180). The new general license has freed the last 
important group of capital transactions abroad. 

The license provides that payments in respect of the 
acquisition and disposal of real property abroad are to 
be made and received at all times in accordance with the 


general regulations governing methods of payment vis- 
a-vis foreign countries. If a purchase of real property 
can be made only by departing from these regulations— 
especially if, because of the exchange regulations of a 
foreign country, it is impossible to make a payment to 
a country outside the free currency area in a currency 
with limited convertibility—those concerned must apply 
as before for an individual exchange license. 
Source: Deutsche Bundesbank, Ausziige aus Pressear- 
tikeln, Frankfurt am Main, Germany, Novem- 
ber 27, 1957. 


West German Import Liberalization 


According to a report from Bonn in the Frankfurter 
Allgemeine Zeitung, the West German Government is 
preparing further liberalization measures, which will 
probably come into force on January 1, 1958. These 
measures are intended to provide for an extension of the 
present dollar liberalization list. It is assumed that the 
remaining discrimination between imports from the dol- 
lar area (List III), on the one hand, and imports from 
countries outside OEEC and the dollar area (List II), 
on the other hand, would thus be narrowed by Janu- 
ary 1958 to 100 commodity positions. This would signify 
a considerable reduction in the discrimination against the 
dollar area. Further measures to increase the liberaliza- 
tion now prevailing for these two lists to the liberaliza- 
tion percentage for imports from the OEEC area (List I) 
are also contemplated, but no details are yet available. 
Only some short-term exemptions are said to be contem- 
plated, mostly in cases where German industry has not yet 
been able to prepare itself sufficiently for competition 
from U.S. and Japanese products, in particular some 
textiles and chemicals. 


The report states that this extension of import liberal- 
ization has been initiated as a result of recommendations 
by the International Monetary Fund that the Federal 
Republic should no longer maintain import restrictions 
in view of its favorable balance of payments position. 
No information is available on whether agricultural com- 
modities are to be included in the new liberalization 
measures. This question is considered to be of such 
importance that it will be taken up in the near future by 
the Economic Cabinet, and subsequently by the Federal 
Cabinet. 

Source: Frankfurter Allgemeine Zeitung, Frankfurt am 
Main, Germany, November 7, 1957. 


Middle East 
Sudan Cotton Situation 


The Gezira Board of the Sudan announced on Novem- 
ber 19 further reductions in cotton prices. (See also this 
News Survey, Vol. X, p. 141.) The export cotton tax also 
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was reduced, from LSd 3-to LSd 14% per kantar of long- 
staple cotton (1 kantar=99.05 pounds). Although with 
the new reductions the prices for long-staple cotton. are 
lowered to world levels, it is feared in the Sudan that the 
large carry-over may raise expectations among buyers 
of further reductions. Therefore, to avoid speculation, 
the Gezira Board has issued a statement affirming that 
there will be no further reductions in cotton prices or in 
the rate of export duty for cotton during the next four 
months, unless unforeseen circumstances compel such 
reductions, in which case an equivalent rebate would be 
made on all sales on or after November 19. 

There are also plans to set up in the Sudan a cotton 
marketing board to study the world marketing situation 
and to find markets for both privately and publicly owned 
cotton. To date, more than.75 per cent of.a. bumper crop 
of 2.5 million kantars remains unsold. 

Source: Middle East Economic Digest, London, England, 
November 22, 1957. 


Interest Rates in Libya 


The rediscount rate of the National Bank of Libya was 
raised from 4 per cent to 5 per cent on October 1. 
Source: Barclays Bank D.C.0., Overseas Review, London, 

England, November 1957. 


Petroleum Refinery in Jordan 


A 50-year concession has been granted by the Jordan 
Government to the Jordan Petroleum Refinery Company 
to set up and operate a refinery with an annual capacity 
of 330,000 tons and an ayerage intake of 1,000 tons of 
crude oil per day. It is expected that the refinery will 
be in operation before the end of 1959 and will attain 
70 per cent of capacity before the end of 1961, after 
which it will expand, when necessary, to full capacity. 
The saving in foreign exchange will amount to JD 800,000 
(US$2.2 million) in 1960. 

The capital of the company is JD 4 million divided into 
800,000 shares, which have been entirely subscribed. The 
Jordan Government took 10,000 shares; 80,000 shares 
were taken by 750 Saudi, Lebanese, Syrian, and Kuwaiti 
nationals, and 710,000 shares by some 15,750 Jordan 
shareholders. 

Bids for the installation of the refinery will be invited 
toward the end of December. 


Source: Le Commerce du Levant, Beirut, Lebanon, No- 
vember 20, 1957. 


Far East 
Report of Indian Finance Commission 


The report of India’s Second Finance Commission was 
presented to the Lower House of Parliament by the 
Minister of Finance on November 14. The Central Gov- 


ernment has accepted the recommendations in the report, 
and appropriate action will be taken to implement the 
decisions, retroactive to April 1, 1957. 

The Commission has recommended an increase, from 
55 per cent to 60 per cent, in the states’ share of revenue 
from the income tax of the Union, and a change ‘in the 
method of distribution of this amount among the states, 
from the present 80 per cent on the basis of population 
and 20 per cent on the basis of collection to 90 per cent 
on the basis of population and 10 per cent on the basis 
of collection. The opinion of the Commission is that, in 
due course, the entire amount should be distributed on 
the basis of population. 

The Commission has also widened the range of central 
excises to be shared by the states so as to include duties 
on coffee, tea, sugar, paper, and nonessential vegetable 
oils. Thus far, the proceeds of the central excises on 
only matches, vegetable products, and tobacco have been 
distributed. The states’ share, however, has been lowered 
from 40 per cent to 25 per cent of the net proceeds from 
the duties on these eight commodities. The share of the 
states has been based almost wholly on population, with 
certain minor adjustments among the states. 

Under the scheme of devolution recommended by the 
First Commission, fixed grants were paid to some states, 
with special grants for the expansion of primary educa- 
tion to certain backward states. The Second Finance 
Commission has not recommended any grant for such 
broad purposes, but it has proposed substantial grants- 
in-aid for 11 out of 14 states, in order to assist them in 
implementing the Five Year Plan. The states which will 
not receive such grants are Bombay, Madras, and Uttar 
Pradesh. 

The Commission has recommended that grants-in-aid 
to Assam, Bihar, Orissa, and West Bengal, in lieu of a 
share of the export duty on jute and jute products, be 
continued until March 31, 1960, when, under Article 
273 .of .the Constitution, .they.. will cease .to. be. payable. 
The difficulties that are likely to result for these states at 
that time have been taken into account by the Com- 
mission in its recommendations for general grants-in-aid. 

Other recommendations cover the basis of distribution 
of the estate duty and the newly levied surcharge on rail- 
way fares. One per cent of the net proceeds of the estate 
duty will be retained by the Union in respect of the 
Union territories, and the remaining 99 per cent will be 
distributed among the states. The entire proceeds of the 
railway surcharge, estimated to yield Rs 150 million 
in a full year, will be distributed to the states, after 
4 per cent of the net proceeds has been retained for the 
Union in respect of the Union territories. 

In view of the proposal that the present state sales taxes 
on cotton textiles, sugar, and tobacco be replaced by a 
central excise on these commodities, the Commission has 
recommended that, from the net proceeds of the pro- 
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posed additional excise duties on these commodities, the 
states should first be paid the compensation as assessed 
by them and that the remainder, if any, should be dis- 
tributed among the states on the basis partly of popula- 
tion and partly of consumption. Before distribution to 
the states, 1 per cent of the net proceeds should be re- 
tained by the Union in respect of Union territories, and 
1% per. cent should be: paid to the states of Jammu 
and: Kashmir. 

The Commission has suggested that the states should 
not be charged more than 3 per cent on loans granted to 
them by the Union and that this rate should apply to 
all loans, irrespective of maturity. It has, accordingly, 
recommended two types of debt consolidation schemes: 
All loans of 3 per cent and above and due to be repaid 
within, 20 years, and. beyond. 20, years,.should. he. con- 
solidated into two loans, both carrying interest of 3 per 
cent, repayable in 15. years and 30 years, respectively. 
Loans bearing interest of less than 3 per cent should be 
consolidated into two loans of 214 per cent. 

The Commission has estimated that the scheme of 
devolution that it suggests would involve a transfer from 
central revenues to the states, by way of shares of 
revenue and general grants-in-aid, that would total 
Rs 1,400 million per year, against an annual average 
of Rs 930 million transferred to the states in the five 
years ended March 1957. The debt consolidation scheme 
suggested will, in addition, decrease the burden of the 
states by a total of Rs 50 million per annum. 

Source: Reserve Bank of India, Indian News Digest, 
Bombay, India, November 16, 1957. 


Exchange Control Regulations in Viel-Nam 


New exchange control regulations applying to both 
exports and imports have been introduced in Viet-Nam. 
On the export side, the EFAC account system was dis- 
continued .by..a Presidential, Order. of. October..1,.1957 
and superseded by an export subsidy arrangement. Ex. 
porters must now surrender 65 per cent of their foreign 
exchange earnings at the official rate and negotiate the 
remaining 35 per cent at the controlled free market rate. 
The Directorate of Foreign Trade and the National 
Exchange Office will issue jointly lists of goods that will 
receive an additional subsidy in Viet-Namese piastres, 
and they will determine the amount of the subsidy. Pro- 
ceeds of EFAC accounts outstanding as of the date of 
the new order may be utilized within three months in 
accordance with the old legislation; at the end of the 
three-month period, any amounts still outstanding must 
be surrendered to the National Bank at the free market 
rate and used to pay for authorized imports. The new 
regulations further stipulate that importers, may send 
their applications to the National Exchange Office for 
foreign exchange to pay for authorized imports, i.e.; those 


not banned for military reasons or prohibited by special 
instructions of the Department of National Economy. 
The basis for computing the exchange rate applicable 
in each case will be the official rate plus an exchange 
equalization tax applicable as of October 21, 1957. The 
piastre counterpart of the foreign currencies purchased 
by importers will be deposited by commercial banks in 
the Exchange Equalization Fund.. In no case can the 
Fund charge an effective import rate that exceeds the 
piastre equivalent of the imported goods computed at the 
free market rate. Any amount in excess of the rate so 
determined will be used to subsidize exporters who suffer 
losses as a result of the application of the new regime. 
Sources: Marchés Tropicaux du Monde, Paris, France, 
October 12, 1957; L’Information du Viet-Nam 
. Economique et \Financiére, Saigon, Viet-Nam, 
November 7, 1957. 


Japan's Reparations Payments fo Burma 

During the second year, ended September 30, 1957, 
of Japanese reparations payments to Burma, the ‘value 
of contracts certified by Japan for goods, services, etc., 
totaled $45,250,000. Originally, the payment periods 
were fixed to run from April 1 through March 31, but 
later the periods were changed to October 1 through 
September 30; the second year period therefore covers 
18 months. 

Contracts certified during the first year, ended 
March 31, 1956, totaled $2,926,000. Actual implementa- 
tion of the reparations agreement, however, did not 
begin until January 1956. 

The principal contracts certified during the second 
period included $12,778,000 for construction of a power 
plant at Balu Chaung, $3,056,000 for various factories, 
$7,500,000 for rolling stock, $2,778,000 for river vessels, 
$4,167,000 for electric equipment and apparatus, 
$4,444,000 for light machinery, and $6,667,000 for con- 
struction materials. Although the Contracts “were” pri- 
marily for capital goods, they included $556,000 for 
canned fish, $103,000 for phosphatic ammonium sul- 
phate, and $39,000 for photographic equipment. Thirty- 
eight Japanese technicians were sent to Burma under 
contracts for services in such fields as food canning, 
railway operations, pottery manufacture, roofing tile 
manufacture, and handloom operation; and 14 Burmese 
are studying in Japan under the reparations program. 
Source: Embassy of Japan, Japan Report, Washington, 

D. C., October 31, 1957. 


Latin America 
Economic Cooperation Between Brazil and Peru 


As an initial step toward greater economic integration, 
especially with respect to the’ Amazon Basin region, 
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Peru and Brazil signed a treaty on November 29, which 
calls for the immediate establishment of a commission 
to formulate a joint development program. The two 
Governments also agreed to conclude an accord for the 
establishment at Belem do Para of a free port for Peruvian 
Atlantic coast imports and exports. 

Source: Banco Continental, News Letter, Lima, Peru, 

December 3, 1957. 


Brazilian Exchange Rates 


The weighted average price of Brazilian import ex- 
change certificates for goods in the “general” category 
which are paid for in convertible currencies or a currency 
of limited convertibility (see this News Survey, Vol. X, 
p. 136) was Cr$71.32 per U.S. dollar in the last week 
of September. The rate fell to Cr$60.21 in the first 
week of November. The average rate for “special” 
category imports, which had been Cr$182.19 per U.S. 
dollar in the last week of September, subsequently fell; 
in the first week of November, however, it rose to 
Cr$186.87. The “general cost rate” for official imports 
and a few preferential items is around Cr$51. 

Source: Bank of Brazil, Notes on Brazilian Trade and 
Economy, Rio de Janeiro, Brazil, November 


1957. 


Petroleum Corporation Bond Issue in Argentina 


In an attempt to revive bond issues on the Argentine 
capital market, the Petroleum Corporation (YPF) has 
announced that on December 13 it will issue M$N 500 


million of bonds with special features. These bonds 
carry a basic guaranteed interest rate of 6 per cent and 
have, in addition, special provisions to give protection 
against the effects of inflation. The term to maturity 
is 15 years, and repayment will be made in an amount 
depending on the average wage paid. It was explained 
that if a bond of M$N 100 had been issued in 1942 with 
this provision it would now be redeemed for M$N 2,000, 
average wage payments having increased 20 times. The 
interest paid is not linked to the wage level, but a bonus 
based on total production will be paid. Every increase 
of 250,000 cubic meters in production will add 4% per 
cent in interest until a maximum of 20 per cent is 
reached. 

Source: La Nacion, Buenos Aires, Argentina, Novem- 


ber 25, 1957. 


Other Countries 
Australian Wool Prices 


The downward trend in prices at Australian wool 
auctions continued during the first two weeks of Novem- 
ber. Prices paid for greasy wool during the first four 


INTERNATIONAL FinaNcIAL News Survey, December 13, 1957 


months of the season averaged 71.71 pence per pound, 
compared with 73.97 pence for the corresponding period 
of the previous season. The total proceeds from sales in 
July-October 1957 were £A 114.4 million, compared with 
£A 103.5 million a year earlier. Following the extension 
of French exchange regulations to include all basic raw 
material, buying on French account was restricted, and 
Japan and continental countries other than France were 
the chief buyers. 


Source: National Bank of Australasia, Wool Letter, Mel- 
bourne, Australia, November 23, 1957. 


South African Import Controls and Reserve Position 


The South African Minister of Economic Affairs stated 
on November 26 that, after examining the question of 
South Africa’s imports and the state of its gold and 
foreign exchange reserves (see this News Survey, Vol. X, 
p. 184), he had decided that it was not necessary to 
intervene. The Reserve Bank’s gold and foreign exchange 
reserves increased by £5.1 million, to £104 million, in 
the week ended November 27. The rise includes £3.6 
million from a £10 million one-year credit granted by 
an overseas bank to the Reserve Bank. The Reserve Bank 
availed itself of this credit in view of the need to finance 
a larger portion of foreign trade while money rates in 
London are high. 

It was announced that, through the consolidation and 
simplification of import regulations, it will be possible 
in the future to make advance import allocations for 
consumer goods on a 40 per cent basis instead of 334% 
per cent. (In 1957, this advance allocation was followed 
by a supplementary allocation that increased the total 
percentage to 60, compared with 5314 per cent in both 
1955 and 1956; see this News Survey, Vol. X, pp. 48 and 
152.) The import priority list will disappear insofar as 
consumer goods are concerned, and items previously 
on the priority list will in the future be treated on a 
replacement basis. 

Sources: The Financial Times, London, England, No- 
vember 27 and 28, 1957. 
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